Approved For 


se 2003/0 


wr 


LR^I 


P86-00964F®fl§1 00070003-7 


c rOVE RN MK N T EMPt.OYEES HEAETTT ASSOCIATION 


Meeting of the Iliu r<l of nircctors 
b .In r.uary 1966 


A regular meeting of the Government Employees Health I 

A.sso C j a ion Board- of Directors was held on 6 January 1966, at 10:00 fa . m 
in Room SE62, Ifesdquarte rs , Those present were: i 



he Chairman called the meeting to order and noted that the 1 
regular December: meeting wa s cancelled because of emergency commit- 
ments ty a majority of the Directors. This meeting was scheduled I 
L-i place • d the Deck: mber meeting. The reading of the Minutes of the! 
la. si, meeting was dispensed with since all Board members had receivied. 
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1. To be eligible for tins new benefit the ixmlring employee | 
must have been a UBllC policyholder for the ten years immediately j 

preceding bis retirement on an immediate annuity; ) 

i i 

2 . The proposed plan ban three classes, as follows: j 

Class I for employee s who retire before reaching j 

age sixty. Tbits group wi 11 bo allowed 1.o continue up to 
$5, 000* oi U t>LlC coverage, but will continue to pay pr< miumfj 
at the current rate. j 

i ; 

Class II for - employees who retire at ages sixty tnroughj 
sixty-nine. ‘This group includes those retiring employees j 

covered in Class 1. In this class, up to $5, 000 v oi UL>Lj-C wili| 
be provided at no expense to the individual. j 

Clast III for retirees age seventy or older. This group wil 
have one-half of the insurance coverage carried in Class I and j/ or 
Class II, anno expense. = t 

* The amount of insurance coverage* allowed it. 

Cla slues I and It will be determined by taking one-sixth 
of the average JBLIC insurance held by the employee j 
durifig the ten year eligibility period. j 

3. Employees who retire prior to age sixty must opt for Clasp I * 

or they wi.J not be eligible for the other classes. j 

4. Employees wlio retire early for disability will be eligible j 

for Class t if they otherwise have met the ten year eligibility require- j 
meats. S 


At this point, the Chairman and President responded to j 

questions raised by fne Directors. t 

L The ten year eligibility period was selected on the basis j 
that the new plan was so important a benefit as to warrant extending it j 
to only those retirees who have made premium payments for a long } 
period of time . As experience accumulates, one way of improving thej 
program would be td reduce the eligibility period. i 

2. The usd of an aveiage over the ten year period is also { 
designed to maintain the proper relationship among the current classes 
of insurance held byi UBLIC policyholders. Thus, the employee who his 
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been covered for a higher iitiioiiu Vviil carry a nigher amount into 
retirement. The "average" concept also guards the program against ; 
employees switching from lower to higher insurance in contempla- 
tion of retirement. 

3. The maximum, of $5, 000 is based on actuarial advice and 1 
is the amount which tne underwriter feels can be supported by the t 
program. 


After a lengthy discussion by Board members of the proposed 
plan, the President then initialed- -a ciscussion of the means by which the 
new program would be financed. Two alternatives were presented: j 

1. In suran do - -ac tual insurance can be purchased for the 
coverages specified in Classes Is and HI. Tire underwriter has j 

quoted a premium rule of $2.75 per thousand per month. t: 


2. Self-insurance through use of premium return and reserve- - 
retiree claims could be paid fiom the return oi premiums due from the 
basic UBLIC policy, If the return oi premiums is inadequate, the 
present UBB1C reserve would be used to satisfy retiree claims,. 

Example: B; our UBLIC premium amounts to $500, 000 
and claims of active employ ees amounted to $100, 000, a substantial 
return of premium to GEHA would be expected. This sum 
would be used to pay any retiree claims that may have been t 
presented during the period, and the return oi premium would 
be. reduced thereby. At. other examolc: If amployce claims 
amounted-' to' $-100/000 and retiree claims to $125, 000, the 
premium .paymen,; to the underwriter would not be sufficient j 
to pay all c ..aims and retention costs. Thus, the present j 
UBLIC reserve would be used to pick up the excess retiree t 
claims, 

The President emphasised here that the UBLIC reserve would 
oniy be used to pay excess retire e maims and under no circumstances) woucti 
it be usee, to pay excess employee claims. f 


Example , assuming a premium payment of $500, 000: j 
If a disaster occurred and employee claims amounted to , 
$600, -000, the Untie rw riter could not charge our present 
reserve (exc ept for the $60, 000 it is holding) to make up the : 
gap between claims and premiums. Of course, in this example 
all retiree claims' would be paid from our i-e serve. 
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i " he Presiient reported that the underwriter estimated at ♦ 
$1, 930, 0 C 5 0 the cost of the second alternative over a twenty year | 

period. He reported further, however, that lac has requested i 

a more definite statement o: cost and of estimated return of premium.; 
for a 20 year perioijl. Based on current estimates, however, it 
appears that the retirement benefit could be entirely self-sustaining, j 


There followed a lorn, thy discussion of the two funding j 

alternatives, the proposal, and re la to cl .items. Finally , the Chair - 
man requested Boato action in. principle, which would allow Hit: 
oificers to proceedjwith the development of- the proposal as presented, 
made a i^iotion idj.it the Board approve in principle, tire j 
proposed U BLIC reitir emend feature, as presented by the President, j 
to be submitted forlapprovai at a later date. Mr. Clarke seconded { 
the motion, which was cann ed. j 


TJiere followed a d. scussioa of the need to bring young employ ee 
into the UBLIC plan, and Mr. Clarke requested that, the officers develop 
a specific method op* plan to attract younger Agency employees. The i 
President said that; a report vmuld be ready at the next Board meeting. 

The Pre silent then reported that the UBLIC current reserve! 
is now approximately $62 6, 000 and asked fon Board approval to f 

reimburse the cost; of a GS-12 position. After some caseussion, ' i 
I made the motion that GEriA reimburse the Agency far the j 
costs of a GS-12 position; Mr. Clarke seconded the motion, which was 
unanimously approved. j 

Mr. Clarke asked the Chairman if an Investment Committee i 
could be organized jlo lock i nto the processes ol investing GEHA's } 
money. The Chairjraan then appointed Mr. Clarke and to t 

serve on the Investment Committee. i 


The Chair Iran stated that there will be a meeting in February 

There being no further business, tire meeting was adjourned! 
at 11: 00 a. m. i 

Lespectfully submitted, j 


Vice President-beep* e ta r y 


In ; 1 
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